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TUESDAY, OCTOBER 9, 1951 


Untrep Srates SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to notice, at 10:30 a. m., in room 301, 
Senator Burnet R. Maybank (chairman) presiding. 

Present: Senators Maybank, Robertson, Sparkman, Frear, Moody, 
Schoeppel, and Dirksen. 

The CHairman. The first thing we will take up is the nomination 
of Mr. Telford Taylor. I might say that both New York Senators 
have endorsed this nomination. Before proceeding, and without 
objection, I will place several memoranda in the record, At my re- 
quest, the Secretary of Commerce has prepared a report on the small- 
business program being conducted in that Department. The Secre- 
tary has also supplied me with a memorandum on the subject of 
practical assignment of responsibilities under the small business 
amendment to the Defense Production Act. In addition, I also sub- 
mit a staff analysis of activities authorized by the act which are already 
being performed by other Federal agencies. There is also a sum- 
mary of the provisions in the act which deal with over-all policy and 
programing. The other memorandum which I shall place in the 
record at this point is a fact sheet on small-business operations. 

(The material referred to follows :) 


THE SMALL-BUSINESS PROGRAM OF THE DEPARTMENT OF COM MERCI 


When the Congress of the United States established the Department of Com- 
merce as an independent agency of Cabinet rank, it is quite apparent that it 
did so for the purpose of establishing in the high councils of the Government, 
the focal point for the representation of the business community and for the 
problems of independent business management. Basic legislation established 
to guide the functions of the Department of Commerce gave it the responsibility 
for fostering, promoting, and developing the foreign and domestic commerce 
and the manufacturing industries of the United States. While no specific 
reference was made to small business at the time of the Department’s establish- 
ment, it can be reasonably inferred that the Congress contemplated the fostering, 
promoting, and development of smaller businesses in a manner which would 
insure balanced expansion of the economy and authorized assistance for the 
firms which then were in a position to grow and prosper under the situations 
of that day. 

The Department of Commerce has long given particular attention to the 
problems of small business and recognized that in this more than 90 percent 
of the firms making up our business community rested the elements of free enter- 
prise and growth in a nation possessing an abundance of natural and human 
resources. In 1941, a small-business unit was established as a part of the 
Bureau of Foreign and Domestic Commerce. It was the function of this 
original and small staff to study the small-business phase of the economy, 
isolate the problems encountered by smaller firms because of their size, and to 
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map out a program to be pursued by the Department to provide necessary in- 
formation for the business community to assist in the alleviation of those 
problems and to promote the development of smaller concerns into important 
elements of our national production plant. In succeeding years these studies 


lead to special programs and policies concerning the participation of small 


producers and distributors in supplying foreign markets: in the development 
of new products and in distribution to meet the requirements of the domestic 


markets; and the dissemination of technical information to improve the 


managerial and production qualifications of small growing concerns. 


During World War II, the War Production Board and later the Smaller War 
Plants Corporation emphasized many of the programs initiated by the Depart- 


of Commerce and applied them to war production. The efforts of WPB and 


SWPC being directed toward the participation of approximately 200,000 small 


manufacturers out of the total of all small establishments, this left for the 
continued attention of the Department of Commerce the problems with respect 
to the distribution of civilian goods into a constantly changing civilian market, 
When the war ended, the SWPC was liquidated by Executive order and selected 
projects were transferred to RFC and the Department of Commerce. At that 
time the Department of Commerce merged the SWPC activities with the opera- 
tions which had been kept intact by the Department and created the Office of 
Small Business as a primary unit of the Department. .This activity has been 
continued with various administrative modifications to the present time. 


The small business functions are now being carried out by an independent 


unit within NPA, known as the Office of Small Business and headed by an As- 
sistant Administrator reporting directly to the head of NPA. The programs of 
the Office of Small Business have been tailored to meet the particular situation 
arising from a partial mobilization program. The programs of the Office of 
Small Business are entirely in line with the historical pattern of the Department 
of Commerce and given full recognition to the fact that small business and large 
business are in many cases inseparable, that the services to one constitute a 
basis for services to the other and that the facilities of the Department have 
long been geared to the problems of business generally and are, therefore, most 
importantly related to the problems of small business today. These programs 
can be brietly described as follows: 


1. A continuing review of the material use pattern by small manufae 
turers and processors as the basis for the development of control, limitation, 
and conservation orders required to distribute scarce materials among de- 
fense and nondefense producers. This program has brought about the in 
troduction of special provisions in behalf of small manufacturers in 30 of the 
St control orders which NPA has found it necessary to issue. 

~. The same studies required for the surveillance of control orders pro 
vide data for recommendations concerning actions on small business appli- 
eations for direct Government loans and the granting of certificates of neces- 
sity for accelerated depreciation of capital investment to meee defense 
facility expansion. 

3. A staff of qualitied economists and statisticians, with the assistance of 
the Census Bureau and professional men outside of. the Department, have 
developed a schedule of size data for determining “small business” within the 
several industry categories used for the Census of Manufacturing. The 
immediate publication of this work will establish a basis for determining 
small business for the application of the many privileges and services Gesig- 
nated by the Congress for small concerns and will likewise serve as a device 
for measuring impact of the defense program and the distribution of mili- 
tary contracts among smaller establishments. 

1. Using the data assembled for the aforementioned size study, the Office 
of Small Business reviews nominations by Industry Division directors for 
membership on industry advisory committees for the purpose of determining 
the distribution of representation by size of industry commensurate with the 
size characteristics of the firms making up each industry. This basis has 
served to establish competent and representative advice to NPA by industry 
itself, 

>. Recognizing the effect of tax burdens on small manufacturers and dis- 
tributors, the present Office of Small Business is continuing studies initiated, 
before it became a part of NPA, on proposals for taxation and their impact 
on small concerns. A number of suggestions have been made to the Depart- 
ment of the Treasury as a result of these studies. 

6. As the requirements for military production and defense-supporting 
production has increased since May of 1950, many small manufacturers have 
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faced new problems arising from the distribution of scarce materials under 
orders and regulations issued by NPA. A special program has been initiated 
to provide such small-business men with staff representation as a means of 
properly presenting and securing adjustments on allotments to them. While 
allocations are made through channels other than the Office of Small Busi- 
ness, the rate of successful representation and adjustment brought about by 
the Office of Small Business has been exceedingly high and of incalculable 
benefit to thousands of small concerns throughout the countrys 

i. The members of the Office of Small Business staff who sare engaged in 
assisting small firms to secure adjustments in allocations also take part in 
all industry advisory committee meetings and communicate directly with 
small-business firms with respect to the effect of control orders on their 
productivity. 

&. Assistance by the Department of Commerce for small concerns seeking 
Government contracts is an element of a prog 
lationship at high-policy levels with major 
procurement officials of both military and civilian agencies; the assembly 


and publication of a procurement manual outlining fundamental purchasing 


am of many years’ standing. 





This program includes direct re 


procedures and listing commodities purchased by each agency ; the assembly 
and daily publication, through the Department of Commerce fteld service, 
of a synopsis of bid invitations and intents to negotiate and its distribution 


through more than 6,000 local public-interest groups: the assembly and pub- 


lication of the weekly schedule of Contracts valued at more than $25,000 
awarded by the military agencies and the distribution of e schedule 


through the same more than 6,000 outlets; the sponsoring of the appoint- 
ment of small-business representatives by the armed services and GSA to 
assist small contractors at the offices of maj yr field procurement offices and 
the designation of 156 simall-business representatives withir he stalis of 
the Department of Commerce’s 105 field offices to promote both prime and 
subcontracting among the small concerns. 

9. The same staff which provides the afore-mentioned procurement assist 


ance also bas assembled and is using machine-tool-facility lists developed 
] 


by chambers of commerce, State agencies, and the | 
} 
i 


its subeontracting program through the field service of the Department of 
Commerce Where such facilities are not available, Department of Com- 
merce representatives encourage their development by local publi nterest 
groups for the use of both Department of Commerce tield representatives 
and small-business representatives in the decentralized procurement offices 


of the several Federal agencies, 

10. A supplementary program has been established under the Defense 
Production Act to provide staff service and clearance point for the develop- 
ment of production pools by several small concerns to enabl them to eol- 
lectively obtain prime contracts from the military which the participants 
could not secure individually. Five sueh pools have been approved and 13 
more are in the process of review. 

11. Although the staff of the Management Assistance Division of the Office 
of Small Business was curtailed shortly after the Korean incident by the 
transfer of qualified personnel to other activities, the small remaining staff 
is continuing to maintain a clearing house of proved man: 
and techniques and disseminating data extracted therefrom to small con 
cerns through trade associations, professional associations, chambers of 
commerce, and large distributors of Civilian goods. 

12. The activities of the management assistance staff have been coordi- 
nated with the programs of the Office of Technical Services in such a manner 
as to provide small concerns with broad information on production tech- 
niques, substitute materials and processes, technological developments, and 
managerial guides. All of these basic services are designed to improve the 
efficient participation of small manufacturers in the defense program or to 
maintain their position in the civilian economy. 

15. The Office of Small Business has pursued a cooperative program with 
the United States Patent Office and the Government Patents Board in the 
development of a register of Government-owned license-fee patents. This 
listing will be distributed shortly through Department of Commerce field 
offices and various trade associations for the purpose of calling to the atten- 
tion of small manufacturers the many inventions which may become the 
basis for additional products or improvement in present products 

14. Each of the small-business programs has been implemented by specifie 
field programs to be carried out by the entire staff of the Department’s field 
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organization. The best managerial and technical data obtainable from 
industry, current policies and regulations concerning Government procure- 
ment activities, and interpretations of control regulations issued by the 
several defense agencies are furnished to the field offices of the Depart- 
ment with broad latitude to use such material in counseling and advising 
small-business men. Field office records are replete with instances where 
this material, together with the talent of the field office staff, have enabled 
small-business men to adjust their production plans and plant arrangement, 
introduce substitute material, develop new products, improve accounting 
methods and effect numerous other managerial reforms necessary to their 
continuing operation. 

The sponsoring of the above-mentioned programs in behalf of small business 
which the Secretary of Commerce has elevated to Cabinet level, their coordination 
with other Government departments and agencies, and their acceptance by the 
business community, indicate their significance to our present economy. The 
cooperation of the various committees of the Congress in the development of the 
programs, in referral of small business firms to the Department, and in their 
support of the programs which the Department has sponsored, have given far- 
reaching dignity and prestige to these programs in behalf of small business. 
The problems of small business cannot be confined strictly to those arising from 
production by approximately 200,000 small manufacturing concerns out of the 
total small-business population of nearly 4,000,000 establishments and, therefore, 
the total facilities of the Department are constantly being employed to identify 
broad areas through which the data and collective resources of the Department 
‘an be applied to insure a constant and profitable expansion of small business. 





A PRACTICAL ASSIGNMENT OF RESPONSIBILITIES UNDER THE SMALL BUSINESS 
AMENDMENT TO THE DEFENSE PropucTION AcT 


(September 7, 1951) 


This memorandum sets forth the views of the Department of Commerce con- 
cerning those activities for the assistance of small business covered by section 
110 of Public Law 96, which should be performed directly by the Administrator 
of the Small Defense Plants Administration and those activities in which he 
should, in the interest of efficiency and economy, utilize existing facilities in 
Government agencies, particularly in the Department of Commerce. 

The proper role of the Administrator, as we see it, is one of a mobilizer who, 
in the area of small business, would operate in much the same manner as the 
Director of Defense Mobilization presently operates with respect to the entire 
defense effort. To enable the Administrator to carry out his coordinating 
responsibilities and to advise him with respect to policies and activities to be 
undertaken, we recommend that there be established an Executive Board on 
Small Business to be comprised of representatives of Government agencies pres- 
ently undertaking operations for the assistance of small businesses. Among the 
important agencies to be represented would be the Office of Defense Mobilization 
and other defense agencies, such as the National Production Authority created 
under the Defense Production Act, the General Services Administration, and 
the Departments of Defense and Commerce. This Board is, in our opinion, 
essential as a means of promptly putting into effect the wishes of the Congress. 
The use of such a Board, made up of representatives who can speak authori- 
tatively for the agencies which they represent and who are able to devote con- 
siderable time, particularly in the initial stages of the organization, to the 
problems of small business, appears to offer the best means for early concrete 
achievement. 

PART I 


We will set forth briefly in this part those activities described by the amend- 
ment which should, in our opinion, be undertaken by the Administrator after 
advice and consultation, when appropriate, with defense agencies having specific 
information and experience in the particular industry or area affected. These 
activities are largely new. 

Subsection (b) (1) (A) authorizes the making of recommendations to the 
RFC with respect to loans to be made to small businesses to enable them to 
undertake manufacturing for defense or essential civilian purposes. 
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We believe that this responsibility should be in the Administrator who will 
make his recommendations after consultation with Government agencies which 
have the detailed knowledge of conditions in the particular industry. 

Subsection (b) (1) (B and C) authorizes entering into contracts with pro- 
curement agencies to furnish items to the Government and to arrange for the 
subcontracting of such prime contracts. This activity, which is not presently 
authorized to be undertaken by any existing agency, should be performed by the 
Administrator. 

Subsection (b) (2) provides that when the Administrator certifies to any pro- 
curement officer of the Government that the Administration is competent to 
perform any specific Government procurement contract to be let by any such 
officer, such officer shall be authorized to let such contract to the Administration. 
Consistent with our recommendations with respect to section (b) (1) (Band C), 
the Administrator should make this certification. To make such certification, it 
will of course be necessary for the Administrator to obtain information with 
respect to the small businesses which will be available to accept subcontracts. 
This information can best be secured through the field offices of the Department 
of Commerce and the small business specialists in the procurement agencies. 

Subsection (d) (1) requires the Administrator to coordinate and ascertain 
the means by which the productive capacity of small business concerns can be 
most effectively utilized for national defense and essential civilian production. 
This duty appears to constitute a planning activity which can be effectively ac- 
complished by the Administrator on a cooperative basis with the agencies con- 
cerned, 

Subsection (e) (7) authorizes the Administrator to obtain from any Federal 
department or establishment, engaged in defense procurement or financing of 
defense procurement or production, reports concerning the letting of contracts, 
subcontracts, or making of loans. This function should be a responsibility of 
the Administrator only. 

Subsection (e) (10) authorizes the Administrator to consult and cooperate 
with Government agencies for the purpose of insuring a fair and reasonable 
eatment of small business. This obviously is a basic function of the Admin 
istrator himself. 

Subsection (e) (11) authorizes the Administrator to establish advisory boards 
and committees wholly representative of smal] business. In our opinion, Wash 
ington is overrun with committees. We believe it would be highly inadvisable 
to create additional committees to provide advice concerning the same or closely 
related subjects. The Secretary of Commerce has had for many years a Small 
Business Advisory Committee providing broad representation of small businesses 
both industrywise and geographically. We urge that the Administrator use 
such a committee as his over-all advisory committee rather than establishing 
a competing committee 

It is important also to bear in mind that there are already in the National 
Production Authority nearly 600 industry advisory committees made up of 
representatives from small, medium, and large businesses weighted in propor- 
tion to the size and distribution of firms within the industries concerned. Other 
defense agencies have established similar committees in their areas of respon 
sibility. 

Subsection (h) authorizes the Administrator to make studies of the effect of 
the various controls imposed on small business under the defense production 
program and to make recommendations for the improvement thereof. While 
this is his function, in our opinion, the study approach to problems by special 
groups has been overemphasized and many studies have been made on the same 
subject. Before embarking on a new program of studies or reports, the Ad 
ministrator should give consideration to investigations and reports already 
made. As to future studies, those active in the administration of a particular 
prograni are best qualified to speak on possible improvements to be undertaken 
in its execution. 


PART II 


The Administrator is expressly authorized by subsection (a) (4) to avail him 
self of the use of information, services, facilities, including field services, officers, 
and employees of other Government agencies. We believe that efficiency and 
economy dictate that the activities described in the amendment and which we 
will set forth briefly hereinunder should be performed by Government agencies 
presently performing similar activities. Certain services presently being per- 
formed for small businesses are so integrated with closely related activities 
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being performed by existing agencies that their separation will materially weaken 
the over-all performance of the specific services for small business. Therefore, 
by making use of these agencies not only will the Administrator have the decided 
advantage of building on a base of efficient going concerns, but he will also be 
able to draw effectively on related activities. 

Subsection (e) empowers and directs the Administrator to undertake cer- 
tain activities when he determines such action is necessary. We contend vigor- 
ously that an independent performance of activities presently carried on by 
existing agencies is neither necessary nor wise. When an existing function is 
not performed so as to accomplish the purposes of Congress as provided by the 
small defense plants amendment the Administrator should, in the interests of 
economy and eiliciency, call on existing agencies for such additional or different 
effort as may be necessary before he undertakes the same activity with his own 
organization. 

Moreover, the Administrator by using existing agencies will avoid a number 
of technical and operational problems which would include the time lost in 
recruiting personnel with aptitude, knowledge, and experience in assisting small 
businesses (this problem would be much more difficult in the field), the pirating 
of experienced personnel from other Government agencies with marked increase 
in labor cost because of the short statutory period of life of the Administration, 
the establishment of separate housekeeping offices, such as budget and manage- 
ment offices, personnel offices, and offices providing administrative services and 
the inevitable duplication of certain aspects of the work by agencies presently 
authorized to perform the same or closely related operations. 

Subsection (b) (1) (1D) authorizes the development and promotion of technical 
and managerial aids by maintaining a clearing house for technical information 
and related activities. 

The Department of Commerce presently provides such aids and maintains 
Clearing houses for these purposes in the Offices of Technical Services and in the 
Management Division of the Office of Small Business. Basic data for these 
services are collected by the department's field offices from businessmen and from 
universities and private research institutions and the material developed from 
these data is distributed to small business establishments by its field services. 

‘To carry out the program envisioned by the Congress in its enactment of this 
section, these facilities should be expanded, using funds of the Administration. 
We feel most strongly that it is the existing facilities that should be enlarged 
rather than having the Administrator undertake to establish new and duplicate 
operations. A contrary decision would not be in the interest of efficiency and 
economy. 

Subsection (d) (2) direets the Administrator to consult and cooperate with 
appropriate agencies in the issuance of orders limiting or expanding production 
and in the formulation of policy in granting priorities. 

Insofar as this Department issues orders limiting or expanding production or 
granting priorities it will be pleased to receive the advice and suggestions of the 
Administrator reserving, however, its full statutory authority to make the 
tinal decision in these matters. 

Section (e) (1) authorizes the Administrator to make a complete inventory of 
all productive facilities of small-business concerns for defense and essential 
civilian production or to arrange for such inventories to be made by other Gov- 
ernment agencies. Such inventories are presently being sponsored by the Office 
of Small Business and the Field Service of the Department of Commerce in 
cooperation with chambers of commerce, governors of the States and their espe- 
cially appointed committees, and other public interest groups. The inventories 
are being used by the Department of Commerce field staffs and the small-business 
specialists of procurement offices of other agencies in the broadening of the base 
for Government procurement. Consistent with our comments with respect to 
subsection (b) (1) (D), concerning technical and managerial aids, we believe 
that the program set forth in this section should be expanded. In view of the 
importance of an inventory, compiled on a uniform basis, we recommend that the 
Administrator consider entering into a contract with the Bureau of the Census, 
which is eminently qualified to undertake such a compilation. 

Subsection (e) (2) authorizes the Administrator to consult and cooperate 
with procurement officers in order to utilize the potential productive capacity 
of smaller concerns, This is a part of the current program of the Department 
of Commerce and its field offices and should be continued there and expanded 
with the support of Administration funds. 

Subsection (e) (3) authorizes the Administrator to obtain information with 
respect to the letting of subcontracts and to encourage the letting of sub- 
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contracts to small-business concerns. This is presently being carried out by 
the Department of Commerce, the Munitions Board, the three armed services, 
and the General Services Administration. A number of plans for improving 
this service to small businesses are under consideration. A general examination 
by the Administrator for the purpose of further improving the program may be 
desirable but the operations should remain in the agencies now performing then 

Subsection (e) (4) authorizes the Administrator to take such action as is 
necessary to provide small-business concerns with an adequate incentive, ex 
cluding subsidies, to engage in defense or essential civilian production, and to 
convert or equip plants for such production. 

Your attention is invited to the recent Executive order of August 28, 1951, 
Which specifically directs the Administrator of the Defense Materials Procure 
ment Agency to install Government-owned equipment in plants, factories, and 
other industrial facilities owned by private persons for defense production. The 
Administrator should make use of these facilities if it should be necessary 
carry out the intent of this subsection. 

Provisions for loans and for tax amortization to encourage small concerns 
to participate presently exist and again the examilation of these incentive 
programs by the Administrator for purposes of improving them may be de 
sirable, but the operations should remain in the agency where they are now 
being performed. 

Subsection (e) (5) authorizes the Administrator to determine what concerns 
in a given industry are, in fact, small-business concerns It is essential to 
determine the area of responsibility covered by the amendment as it was 
essential to determine this area with respect to the operation of the act prior 
io the amendment in order to direct attention to the problems of small business, 
develop assistance for their solution, and evaluate the effect of such efforts to 
assist. The Department of Commerce through its Office of Small Business and 
Bureau of the Census, with the assistance of the Munitions Board, the Council 
of Economic Advisers, and of professional persons outside the Government has 
already undertaken and has completed the first stage of this study and will 
in the near future, develop summary criteria for the determination of small 
business within limited groups of the several industrial classifications for mat 
ufacturers. This project will require frequent restudy and revision and should 
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he continued by present facilities in the Department of Commerc This nu 
terial when mplete will be of creat value to the Administrator as well as the 
hends of other agencies dealing with small-business yore blems l carrying out 


their veneral activities 

Subsection (e) (6) authorizes the Administrator to certify to Government 
procurement officers with respect to the competency as to capacity and credit 
of any small-business concerus, or groups of such concerns to pet rma specifi: 
Government contract. As reported in connection with subsection (e) (3), the 
Department of Commerce both in Washington and in the field. us well as the 
field offices of the several procurement agencies, are presently performing th 
service on an informational but not on a certifying basis. In the interest o 
elliciency and economy, the data necessary for certification by the Administrat 
should be continued to be provided by present facilities 


Subsection (e) ¢(S) authorizes the Administrator to obtain from suppliers of 
materials information conocerning their method of filling orders and the basis 
for allocating their supply when it appears that small busines unable to 


seurces, This activity is basic to the entire operation of NPA and is one of t 
principal activities of the Office of Smal tusiness, The separation of this 
duty from the normal functionos of NPA appears unsound and impracticable 
Some tinison between the Administrator and NPA for the purpose of emphasis 
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or assistance and uniformity would be desirable but the operation should be 
continued in its present location, 

subsection ¢e) (9) authorizes the Administrator to make studies and recom 
mendations to appropriate Federal agencies to insure a fair and equitable 
share of materials, supplies, and equipment to small concerns for defense and 
essential civilian purposes. This function is presently performed by the Pro 
gram and Requirements Office of DPA with the cooperation of the appropriate 
Divisions of NPA and other defense agencies. As a general proposition, addi 
tional studies by the staff of the Administrator would not be desirable and 
should be undertaken only when it is clear that adequate data are not avail 
able from reports and investigations made by personnel engaged in the admin 
istration of the program under examination. 
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Subsection (f) (3 and 4) authorizes the Administrator to present to allocating 
authorities the needs of small business for the particular material or supply 
being allocated. It would require the heads of the allocating authorities to 
vive consideration to such representations. Specific provision is presently made 
in allocation orders for the needs of small business to the extent possible. The 
Administrator should, therefore, make such representations only when in his 
judgment the existing process is not adequate. In making these representations, 
he should seek the advice of the Government agencies with specific information 
and experience in the particular industry or area involved rather than base his 
position on such matters solely on complaints received from individual small 
business concerns claiming unfair treatment. Such a procedure will result in 
the establishment of a distribution pattern which is generally fair and equitable. 
Regardless of the general fairness of the distribution orders the need will in- 
evitably arise for procedures to handle special hardship cases. In this con 
nection, it should be noted that spot assistance in individual hardship cases 
ure presently handled expeditiously by the National Production Authority. 





ACTIVITIES AUTHORIZED BY THE ACT PRESENTLY BEING CARRIED ON THROUGH OTHER 
FEDERAL AGENCIES 


Subsection (a) (4) authorizes the Administrator to avail himself of the use 
of information, services, facilities, including field services, officers, and em- 
ployees of other Government agencies. 

Subsection (b) (1) QD) authorizes the development and promotion of tech- 
nical and managerial aids by maintaining a clearinghouse for technical informa- 
tion and related activities. (Office of Technical Services. ) 

Subsection (d) (2) directs the Administrator to consult and cooperate with 
appropriate agencies in the issuance of orders limiting or expanding production 
and in the formulation of policy in granting priorities. (Several Agencies. ) 

Section (e) (1) authorizes the Administrator to make a complete inventory 
of all productive facilities of small-business concerns for defense and essential 
civilian production or to arrange for such inventories to be made by other 
Government agencies. (Office of Small Business. ) 

Subsection (e) (2) authorizes the Administrator to consult and cooperate with 
procurement officers in order to utilize the potential productive capacity of 
smaller concerns. (Armed Services, Department of Commerce. ) 

Subsection (e) (5) authorizes the Administrator to obtain information with 
respect to the letting of subcontracts and to encourage the letting of subcon- 
tracts to small-business concerns, (Armed Services, ANMB, GSA, Department 
of Commerce. ) 

Subsection (e) (4) authorizes the Administrator to take such action as is 
necessary to provide small-business concerns with an adequate incentive, exclud- 
ing subsidies, to engage in defense or essential civilian production and to convert 
or equip plants Tor such production. (Executive order of August 2%, WH1, 
directs Administrator of Defense Materials to install Government equipment in 
private plants ; also NPA. DPA Certificate of Necessity. ) 

Subsection (e) (5) authorizes the Administrator to determine what concerns 
in a given industry are, in fact, small-business concerns. (Bureau of Census, 
Department of Commerce, Office of Small Business. } 

Subsection (e) (6) authorizes the Administrator to certify to Government 
procurement officers with respect to the competency as to capacity and credit 
of any small-business concerns, oF groups of such concerns to perform a specific 
Government contract. (Department of Commerce collects information—Ad- 
ministrator should certify.) 

Subsection (e) (8) authorizes the Administrator to obtain from suppliers of 
materials information concerning their method of filling orders and the basis 
for allocating their supply when it appears that small business is unable to 
obtain materials for defense and essential civilian production from its normal 
sources. (NPA’s Job and Office of Small Business. ) 

Subsection (e) (9) authorizes the Administrator to make studies and recom- 
mendations to appropriate Federal agencies to insure a fair and equitable share 
of materials, supplies, and equipment to small concerns for defense and essen- 
tial civilian purposes. (NPA and DPA Requirements Committees. ) 

Subsection (f) (3 and 4) authorizes the Administrator to present to allocating 
authorities the needs of small business for the particular material or supply 
being allocated. (NPA orders now incorporate exemptions and special considera- 


tion.) 
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PROVISIONS IN THE Act DEALING WirH Over-ALL Poricy AND PROGRAMING 


Subsection (b) (1) (A) authorizes the making of recommendations to the 
RFC with respect to loans to be made to small businesses to enable them to 
undertake manufacturing for defense or essential civilian purposes. 

Subsection (b) (1) (B and C) authorizes entering into contracts with pro- 
curement agencies to furnish items to the Government and to arrange for the 
subcontracting of such prime contracts. 

Subsection (b) (2) provides that when the Administrator certifies to any 
procurement officer of the Government that the Administration is competent 
to perform any specific Government procurement contract to be let by any such 
officer, such officer shall be authorized to let such contract to the Administration. 

Subsection (d) (1) requires the Administrator to coordinate and ascertain 
the means by which the productive capacity of small business concerns can be 
most effectively utilized for national defense and essential civilian production. 

Subsection (e) (7) authorizes the Administrator to obtain from any Federal 
department, or establishment, engaged in defense procurement or financing of 
defense procurement or production, reports concerning the letting of contracts, 
subcontracts or making of loans. 

Subsection (e) (10) authorizes the Administrator to consult and cooperate with 
Government agencies for the purpose of insuring a fair and reasonable treatment 
of small business. 

Subsection (e) (11) authorizes the Administrator to establish ady iséry boards 
and committees wholly representative of small business. 

Subsection (h) authorizes the Administrator to make studies of the effect of 
the various controls imposed on small business under the defense production 
program and to make recommendations for the improvement thereof. 


Facts oN SMALL BUSINESS OPERATIONS 


A. What is small business? 

The act designates (sec. 714 (a) (1)) that “* * * 4 small business concern 
shall be deemed to be one which is independently owned and operated and which 
is not dominant in its field of operation”. 

Six months survey made of 452 United States industries by NPA’s Office of 
Small Business confirms the facts that “there can be no single definition of small 
business.” The Defense Department regards any firm with less than 500 em- 
ployees as small. But the survey shows that: 

1. In some industries over half of all the output comes from establishments 
With less than 50 employees; in others, there are Virtually no establishments 
under 500 employees. 

2. Number of manufacturers (1947 census) : 


! ' j 
| Number of : 
manuf Percent of Percent of 
anufac- ‘ 1 1} 
t t t t } 

| turers ee 
Independent companies 209, 921 43 47 
Large companies (30,000 plants) =" 000 55 53 


5. Joint Committee on the Economie Report states 95 percent of 3,670,000 
business enterprises (including wholesale, retail, construction. and manu 
factures) are small businesses with less than 500 employees. 

B. Impact of defense program (as measured by two inderes) 
Business failures: 14 percent less in first 25 weeks of 1951 than 1950 
Increase last 9 


Employment (metal workers) : months (percent) 
Plants less than 100 workers__ / : 22 
Plants 100 to 500 workers_.._ | < 2) 
Plants over 500 workers 1 Bs 
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C. Defense contracts awarded 


1. For wane ending June 30, 1951, small business (less than 500 employees) 
received 21 percent of the total value of all contri cts (approximately $7.5 bil- 
lion) place ZF by the De partinent of Defense. 

> 


2. For period January to June 1951, small business received a greater per- 
centage of the total value of prime contracts placed. 


Percent of total dollars placed, January to June 1951 


Advertised Negotiated 

bids contracts 

Army : 19 25 

Navy AS 12 
Air Force . 66 009 

Percent of total dollars. _- ‘ 51 i9 


D. Financial aid to small borrowers 


REC loans (8100000 or less) 


Number of . 
5 , : Gross value 


loans 
July 1, 1950, to Dee. 31, 1951 1,414 $41, 000, 000 
Jan. 1 to July 31, 1951 1, O25 35, 000, 000 
Total 2, 439 76, 000, 000 
Banks’ share 7, 000, 000 


V lJoans, Federal Reserve banks 


Number of 
loans 


Value 


From September 1950 to July 31, 1951 (total seis 568 $829, 000, 000 


imount of loun (568 loans) 
22 percent less than ‘ 5 ware eee ~ $100,000 
41 percent less than ie iid cal ii salle ablitisatin tile sissies ibaa bilakie 250, 000 
61 percent less than : go des noo, OOO 


77 percent less than_- See ati i ora in it eo asca 1s 000; 000 


Assets of the borrower 


15 percent of the firms had less than._..._.__...-_._.__- 7 $100, 000 
pa Pow edge Py A LY | rr en en oe aaa 250, 000 
50 percent of the firms had less than .--------- = 500, 000 
OG eECenE OF tie rind Tad tees (han. Wn nt we .~ 1,000, 000 

The Cratrman, General, will you come up and identify yourself for 
the record, please. 

Mr. Taytor. Yes, Mr. Chairman. My name is Telford Taylor, 
New York City. 

The Cuatmman. Go ahead, sir, or would you rather I ask questions? 

Mr. Taynor. I would prefer that, Senator. I have no statement 
to make. 

The Cuarrman. I presume the members of the committee would like 
to have a little of your background, if you will not mind explaining 
that to us, and so those who might read the record might know that. 

Senator Rorerrson. The general might start with where he went to 
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school, when he went into military service, what activity he was 
engaged in. 

The CuarrMan. I think that would be in order, General, and you 
may high light it as you wish. We will insert your biographical 
sketch in the record. 

(The biographical sketch referred to follows :) 

Home address: 1107 Fifth Avenue, New York, N. Y. 

Office address : 400 Madison Avenue, New York, N. Y. 

Born: Schenectady, N. Y., February 24, 1908. 

Education. A. B., Williams College, Williamstown, Mass., 1928; A. M., Williams 
College, Williamistown, Mass., 1982; LL.B, Harvard, 1982. 

Experience ; 1928-29, instructor, history and political science, Williams Col- 
lege: 1032-33. law clerk to United States Circuit Judge Augustus Hand; 1933 34, 
Assistant Solicitor, United States Department of the Interior, Washington, D. C 
1934-35, senior attorney, Agriculture Adjustment Administration ; 1935-39, asso- 
ciate counsel, United States Senate Comittee on Interstate Commerce ; 1939-40, 
Special Assistant to Attorney General of the United States ; 1040 12, general coun- 
sel, Federal Communications Commission; 1942, command, major, United States 
Army; 1948, lieutenant colonel, General Staff Corps; 1944, colonel, European 
theater; 1945-46, representative of the United States for prosecution of war 
criminals; 1946, brigadier general; 1946-49, United States Chief of Counsel for 
War Crimes, Office of Military Government (United States) ; 1949-—since, pri- 
vate practice law in New York. 

Political atliliation: Democrat. 

Organizations: Theta Delta Chi. 

Remarks: Author of several law reviews and encyclopedia articles; awarded 
Distinguished Service Medal, 1945, 


STATEMENT OF TELFORD TAYLOR 


Mr. Taytor. I do not believe the committee wants it in detail. I 
will summarize it. 

lam an upstate New Yorker; I was raised in Schenectady in New 
York State. My father was an engineer with General Electric Co. I 
was born and raised there and went to public school in Schenectady. 

In 1924, | graduated from high school there, and went to Williams 
( ‘ollege, just over the State line in Massachusetts, about 50 miles from 
where I lived. I graduated from Williams in 1928. 

Senator Rorerrson. How old were you then? 

Mr. Taytor. I was then 20 years old, Senator. 

I did most of my work in college in history and government, and 
was asked to stay on 1 year, to teach history in government. 

In 1929 I went to law school at Harvard. I was there from 1929 
to 1952. 

When I graduated from law school in 1932, I became a law clerk 
for the Federal circuit judge.in New York City, Judge Augustus 
Hand. I served with Judge Hand from 1932 to 1933 

[ came to Washington in 1933 as an attorney in the Department of 
Interior, under Nathan Margold, then the Solicitor. I served there 
for 1 year. 

I then transferred to the Department of Agriculture, and was an 
attorney there from 1934 to 1935 

In 1935 the Senate passed a resolution authorizing an investigation 
of railroad finance, which Senator Burton Wheeler was the chair- 
man of, and I joined Senator Wheeler’s staff on that investigation, 
and worked for him for the next 4 years, from 1935 to 1939. During 
that period I was not in Washington ; I was in New York. 
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In 1939 I returned to Washington in the Department of Justice, 
where I was in charge of work in the Court of Claims. In 1940 I 
was appointed genet ral counsel of the Federal Communications Com- 
mission, and served in that ¢: ipacity from about May of 1940 to October 
1942. 

In October 1942, I was commissioned in the Army, in the Intelli- 
gence Service. 

Senator Roserrson. With what rank ? 

Mr. 'Tayior. I was commissioned as a major, Senator. 

I joined the Intelligence Service in October of 1942. About 6 
months later 1 was sent overseas, and served in Intelligence over- 
seas from approximately April of 1943 until the end of the war in 
Kurope. The war ended in May of 1945. At that time Mr. Justice 
Jackson had been designated as the chief prosecutor at Nuremberg. 
He had been the Attorney General during my service with the De- 
partment of Justice, and he asked that I be transferred from Intelli- 
gence to serve on his staff at Nuremberg. I was transferred, and 
served on his staff from about June of 1945 to October 1946. 

Senator Roserrson. When were you made a lieutenant colonel 

Mr. Taytor. I was made a lieutenant colonel when I went overseas 
in 1943, and I was made a colonel just after the invasion of southern 
France, in October 1944. 

Senator Roserrson. When were you made a brigadier general / 

Mr. Tayvor. 1 was made brigadier general after the war when I 
was designated to succeed Justice Jackson as chief counsel at Nurem- 
berg. That wasin May of 1946, Senator. 

Senator Rogertson. Was that in the Judge Advocate’s department ? 

Mr. Taytor. No; it was not, Senator. My basic branch was Mil- 
itary Intelligence. 

When I was made brigadier general, my basic branch remained MI, 
Military Intelligence. I have never been in the Judge Advocate’s 
branch. 

From October 1946 on, I remained in Nuremberg as Chief Counsel] 
for War Crimes after Justice Jackson had left. That lasted until 
September 1949, when I left active duty in the Army. 

I went off active duty in 1949, retaining a commission in the Re- 
serves, which I still hold. 

I then went to New York to practice law, which is what I have 
been doing for the last 2 years, Senator. 

The Cuamman. What association did you have in your various 
experiences with small business / 

Mr. Taytor. Well, Senator, I would be very much less than frank 
if I tried to tell you I have had any broad associations either with 
business, large or small. I have read the provisions of the act about 
the Administrator. 

The Cuarrman. You understand what the act says, of course. The 
act says the management of the Administration shall be vested in an 
Administrator who shall be : appointed by the President by and with 
the advice and consent of the Senate, who shall be a person of out- 
standing qualifications, known to be familiar and sympathetic with 
smal] business needs and problems. That is why I asked the ques- 
tion. I can understand what you have said, but I wish you would 
oe arge on that a little, because the act requires not only a knowledge 
of it, but also a sympathy. The watchdog committee has had hear- 
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NOMINATION OF TELFORD TAYLOR 13 
ings on small business at different times, as well as the Select Com- 
mittee on Small Business, and the complaints that we have had have 
been mostly against the military for not treating small business fairly. 
I do not say that: that is what the record says, and that is why I 
asked what your sympathy is in qualifying your knowledge of it. 

Mr. Taynor. I suppose my main relations with business have been 
in the field of radio, during the time I was with the Federal Com- 
munications Commission, and since I went into practice in New York. 

It is quite apparent from what I have told you that from 1942 until 
1949 T was out of the country. 

The Cuamman. I understand that, you have done a good job in the 
military. There is no question about that. I was talking about the 
business part of it, because the complaints IT have had, and the com- 
plaints we have had in this committee and the watchdog committee 
have been principally against the military. I do not say it is justi- 
fied, but that is what we have been up against. 

Mr. Taynor. At the Federal Communications Commission from 
1940 to 1942 I was directly involved in the whole question of rela 
tions between the large networks and the smaller independent sta 
tions, so in that field I have had considerable to do with what is small 
business in the radio field. 

Prior to that time my connection was in the railroad field, with 
Senator Wheeler. 

Since I have been in priv ate practice, once again my major activity 
has been in communications. I have been re prese nting small enter 
prises in that field, and one or two outside that field. I certainly have 
had no connection with big business. 

I do not regard this problem as in any sense a war between big and 
little business. The purpose of the act, as I read it, is to bring the 
resources of small business to bear in the defense program. 

I note from the act that one of the main problems 1s going r to be 
the relation between the new administration and the othe * Govern- 
ment agencies. I would be hopeful that my previous ate ence in 
W ashington might be helpful there. 

The CHatrrman. Are you familiar with what this committee had 
the Commerce Department do for small business over a period of 2 
vears! We had them set up offices 2 years ago and expand their pro 
gram, and we had Mr. Wilson enlarge his small business section after 
the watchdog committee hearings. 

Mr. Taytor. No, sir, that would have been just as I was getting 
back from Europe, and I would not be familiar with that. 

The CHatrmMan. Well, one of the main things you are going to be 
concerned with is allocation. Have you given study to the impact of 
allocations? Your name has only been before this committee for a 
week, you understand that. 

Mr. Taytor. Yes. Senator. 

The Cuarrman. And you were only able to leave your law practice 
this week, because you h: ad to wind up some cases. 

Mr. Taytor. That is right. 

The Cuarrman. Have you given any thought to the small business 
situation on allocations. because that seems to be a ver y serious thing, 
according to the committee, in the case of aluminum for instance and 
other scarce materials of that kind. 
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Mr. Taytor. Well, I have been told about those problems, Senator. 
I have not had a chance to study them or form any conclusions about 
them. What I have tried to do, in the day or two I have been able 
to concern myself with this, is get a general sense of the organization 
problem, because I think the initial problem is to establish an able 
and efficient organization. 

The Cuarmman. You are not going to establish an organization in 
competition with the office of Small Business in the Departme nt of 
Commerce are you? If Commerce has a good organization operating 
in any city naturally, having been with the Government, you would 
use { hi at rather than have duplication. 

Taytor. I understand there is not intended to be any overlap 
or he We will of course try to do other things that are 
not being done. 

The Cuairman. You do not contemplate hiring a lot of people to 
duplicate what is now being done. 

Mr. Tayior. That is right. 

The CuatrrmMan. Another serious situation, as the committees have 
brought out, the watchdog committee this committee, and the small 
business committee, is the inability to secure prime or subcontracts. 
That is where I have heard most of the complaints about the military. 

Have you given any thought to that / 

Mr. Taytor. Not beyond being informed in general terms about that 
problem, no, sir, Senator. I will be very frank with the committee. I 
have had less than 2 days to study this whole thine. 

The Cramman. Senator Moody, for ex: ample, asked last week about 
having a hearing, and he was told at that time that you were engaged in 
winding up your affairs. 

I do not have any further questions. 

Senator Robe rtson / 

Senator Roperrson. No, sir. 

The Crairman. Senator Schoeppel. 

Senator Scuorerrenr. Mr. Taylor, you graduated from Harvard in 
1932. 

Mr. Taynor. Yes, sir 

Senator ScHorpre.. Ten vears later in 1942, vou were a major in 
the Army, in intelligence work. From 1942 to 1946 you were advanced 
to brigadier general in the Army of this country. I think vou have 
testified you have not had any business experience to speak ‘of, other 
than what you have come in contact with in Government work, and 
certainly there could not have been too much of it while you were in the 
military activities of the Government: is not that true? 

Mr. ‘Taynor. That is quite true. 

Senator ScHorrren. During this period of time have you associated 
yourself in any way with small-business groups, or tried to determine 
What 4zhel r prob emis were in this last 5 years, especially the last 2 or 3 
years / 

Mr. Tayntor. Senator, I have had no oceasion to do that. Needless to 
say, In carrying out the act, I would be very anxious to consult with 
small-business groups and get their views, but up to this point my 
career has not been of that type. 

Senator ScHorrren. That is one of the very reasons I wanted to ask 
vou a few of these questions, because you have had an excellent career 
in the military, an excellent legal background, but this act was set up 
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primarily to coordinate and try to work out the relationship that 
smal] independe nt business represents as it wears itself into this defense 
program. We are finding, at least I think I am finding, signs that 
small business is having a pretty rough rocky road ahead of it on the 
procurement end of all of these things, getting contracts. A lot of it 
stems, of course, from the needs of the ee 


Now, since your military background 1 illustrious and distin- 
guished as it has been, suppose you should find yourself in serious con- 
flict with the Ih Li lits ary. Do you fee] that you c uld | be equal] zealous 


and sympathetic toward seeing that small busines would be protected 
if you found yourself, or should find yourself, in a position where your 
previous connection with the military would f ad you to say “just wait 


a minute,” or would that atmosphere be a little dampening to your 


aggressively moving out for small business ¢ 

Mr. ‘Taytor. Senator Schoeppel, I do not believe that would pre- 
sent any problem. As you can see, | am in no sense a professional 
soldier. I went into the Army as manv other people did during the 
war. I hold a ee commission as many citizens do now, but I 
do not regard myself 1 l any sense a p rofession: il soldier My experl- 
ence has been qui ite iff rent: mv tr Lin] ne is that of a lawyer. I clo 
not see how the siti lation you envis: ve Wi uld present any problem 

17 


at ali. 

Senator SciorrrPeL. In other words, you feel that you could move 
out and battle for the p lace of smal] business 1 the sun as was con- 
temp! ated when a oreat majority ot the Senate and the House passed 
this act. 


Mr. Taytor. Well, I will certainly do my best to do that. I am 


1 ] 1 


sure my past miiltary connection would not be any obstacle. 


Senator SCHOEPPEL, You sav you have been largely interested in 
1 . . °,e ° . “he 2 
vour legal practice with activities in the radio field, and of course 
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that brings you in contact with the advertising field. As a matter of 
fact, the advertising field, in radio at least. is glorified from the stand- 
point ot big business act ivities, is that not true, or what has been your 
experience in that? I would be interested to know. 

Mr. ‘Taytor. Senator, I have had no contact with the advertising 
end of radio and television. Since I went into private practice, my 
inain activities have been of two types. I re present what is known 
as the Joint Committee for Edueational Television. which is a com- 
mittee formed by the main national educational associations to try to 
vet a share of radio time and frequenc ies for educational purposes. 
I also represent : small concern in New York, whic h is interested in 
a thing called subscription television, which is a device under which 
we hope that one day television will derive revenue from programs 
so it will not be dependent on advertising. You can see that both - 
those activities are in conflict of the traditional idea of sup porting 
radio by advertising. I have no connection with advertisers, a 
hoth of these activities of mine are things which many advertisers 
I fear will take a dim view of. 

Senator SCHOEPPEL. _ your practice of law—perhaps I did not 
understand you fully, or I do not believe it was elaborated on. 

In your represent: een did you confine your practices outside 
of the radio field to the channe ls of larger integrated big business, 
or to the general over-all practice of law 4 
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Mr. Taywor. Well, it was very general practice, and not a very 
large one, Senator. 

Senator Scnorrrer. Were you associated with a large firm ? 

Mr. Taytor. No, I am in independent practice, entirely my own, 
and no big businesses have come knocking on the door yet. 

The CHarrmMan, Senator Sparkman ¢ 

Senator SpARKMAN. General Taylor, I have a few questions that 
I have been requested to ask you, and then I want to ask you a few 
myself. 

‘Do you purpose to organize a small defense plant’s administration 
through the coalescence of present Government small business groups, 
or do you purpose to build a new organization ¢ 

Mr. Taytor. Well, Senator Sparkman, I have only the most tenta- 
tive ideas about that, yet. I think it would be less than frank of me 
to try to say any wise words about small business this morning. I do 
not know enough about it yet. I have had a very short opportunity 
to study it. 

I have a strong inclination against building an agency which is 
going to duplicate anything being performed elsewhere. I would 
consult. with people who have been in this field much longer than 
I have, and I would try to come to a wise solution. I am afraid that 
I would be both ill-advised and not frank if I should try to answer 
questions like that at this stage. 

Senator SpARKMAN. I assume you have not yet discussed the matter 
with the Bureau of the Budget. 

Mr. Tayror. I talked to the Bureau of the Budget for about an 
hour and a half yesterday afternoon and some of these problems were 
raised. This was a very exploratory conversation, and nothing 
definite has been decided. 

Senator SparkMAN. How do you propose to carry out the clearing 
house responsibility imposed upon you by the law, that is in section 
714, paragraph (b) (1) (D)? 

Mr. Tayvor. I guess my general answer would be the same to that 
one, Senator Sparkmen. I am aware of that responsibility in the 
administrator, but I have no opinion now as to how that can best 
be discharged. I will have to study that out. 

Senator SparkMAN. As a matter of fact, I realize that you have 
had a very short time since being approached on this matter. It was 
just about a week ago, was it, that you were first approached ¢ 

Mr. Taytor. Yes, that is about right, Senator. 

Senator SparKMAN. I understood that you had to go back home 
and close up some law business that you were attending to? 

Mr. Taytor. That is correct. I had a case to argue in the circuit 
court of appeals, which T argued last week. 

Senator SparkMAn. I assumed you have had very little time to de- 
vote to this yet. 

Mr. Taytor. Very little. 

Senator Sparkman. Another question is, What plans have you for 
establishing advisory committees wholly representative of small 
business and to aid you in carrying out the purpose of section 714? 

Mr. Taytor. Now, I have read some of the documents giving the 
history of the Smaller War Plants Corporation during the last - war, 
so I am aware of this problem of decentralization, and effectively 
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getting down to the grass roots in the various communities. I would 
want, of course, in that connection, and for my own advice in Wash- 
ington, to have effective representatives of small business to advise 
me. As to what form that would best take, once again I would have 
to study the matter further. 

Senator Srarkman. In the various bills that this committee has 
reported out, which later became acts of Congress, we have tried to 
protect the interest of small business by providing for the setting up 
of advisory committees, but I do not believe that it is a rash statement 
on my part to say that we have never felt that any advisory com- 
mittee appointed under such provision actually was truly represen- 

tative of small business, or gave small business the voice that we felt 
it ought to have. 

Mr. Taytor. I would give that problem very careful study, Sena- 
tor Sparkman. I did notice in reading the history of the past World 
War that there is apparently some division of opinion in the adminis- 
tration as to whether big-business men should help small-business men, 
or*the assistance should go directly to small-business men. I would 
of course try to rectify mistakes in the past, if they were mistakes. 

Senator Sparkman. You are aware, of course, that this act under 
its terms expires June 30, 1952? 

Mr. Taywor. Yes. 

Senator SparkKMAN. How soon are you going to be able to get this 
work launched, in order that you can show a positive record prior to 
June 30, 1952, in order that this committee may determine whether 
or not the act should be extended ? 

Mr. Tayvor. Well, in view of the shortness of time, there obviously 
is a great premium on speed in getting the agency organized and 
functioning effectively. 

I hope that getting the thing started can be expedited a good deal 
by assistance from other Government agencies, borrowing personnel, 
and so forth. All I can say is that if confirmed we would set this 
in motion as rapidly as hum: unly possible, giving due regard to taking 

care in hiring personnel. We will do the best job we are capable of. 
Chaicoaly. since the act is going to expire in the middle of next year, 
this is not a thing that can be approached for the long pull. Some- 
thing immediate must be done. 

Senator SparKman. I think it is a safe statement to say that in 
the various tussles that our Select Committee on Small Business has 
had during the present mobilization program that the two principal 
problems with which small business generally has been confronted 
have been first the great difficulty of getting an equitable share of 
scarce materials, and, second, the difficulty that they have had in 
sharing in defense contracts, either as prime contractors, or at the 
subcontract level. 

You recognize those as two principal problems ? 

Mr. Tayvor. I recognize those as very substantial problems. I 
have looked over some of the reports of this committee, and of the 
House Small Business Committee. The problems you mention are all 
discussed there. 

Senator SparKMAN. Our subcommittee has taken the stand—I beg 
pardon, I mean the Select Committee on Small Business has taken 
the stand, and I may say here that as I recall our committee has in 
every instance been unanimous on everything that we have done with 
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ness g 
reference to small business, we have taken a strong stand against out ? 
orders that have been issued or threatened to be issued that would Mr. 
completely eliminate small business in the production of many items Sen 
in order to save a small fractional part of certain scarce materials, it Mr. 
being our attitude that certainly they ought to be given enough of those The 
materials to maintain them at an existence level until they were able Tha 
to work into a defense contract. Yo 
Do you agree that that is a reasonable approach ? look 
Mr. Tayior. Yes, Senator, I certainly think so. dupli 
Senator SpARKMAN. You may recall the famous order that was is- now a 
sued just at the beginning of this year that would have eliminated, Mr 
we estimated, some 14.000 small manufacturers, fabricators of alumi- Th 
num. That order was eliminated. Recently there appeared in the has s 
press of the countr y statements to the effect that some similar order that \ 
was going to be issued to become effective the first of the following l VV 
year, room 
Now, NPA has denied its intention to put out such additional order. cw 


You will be constantly on the lookout to see that small business gets 
a fair cut on weer mi arent ils / 

Mr. Taytor. As I read the act, Senator, the Administrator’s func- 
tions go beyon “il the parti cular thing specified here. He is sup yposed to 
be a spokesman for small business, and to help small business in every 
way that he can. 

Senator SparkMAN. A spokesman and a claimant. 

Mr. Taynior. And a claimant. 

Senator SparKMAN. And that means a claimant before all Govern- 
ment agencies, and with reference to all matters in the Government 
in Which small business would be interested. Do you so interpret it? 

Mr. Tayror. I so interpret the act. That seems to be the clear in- 
tent of the Congress in passing it. 

Senator SpARKMAN. And it will be your purpose to carry that out? 

Mr. Taytor. It will, indeed. 

Senator SparKMAN. That is all. 

The CratrmMan. Senator Dirksen? 

Senator Dirksen. Mr. Taylor, if this is a fair question, have you 
been endorsed for this position by any business group or organization, 
any aggregation of small-business men ? 

Mr. Taytor. If so, Senator, I am quite unaware of it. 

Senator Dirksen. When were you apprised of your nomination ? 

Mr. Taytor. I was apprised of my nomination I believe last Sat- 
urday. I had prior to that, perhaps 5 days before that, been apprised 
that it was probably , going to happen. 

Senator Dirksen. That is all, Mr. Chairman. 

The Cramman. Senator Moody ? 

Senator Shen. I wanted to ask a question or two in line with what 
Senator Schoeppel said a while ago, when he pointed out you do have 
a military as well as a legal bac ‘keround. 

Your duty, both as an officer in a court, and as a milit: ary officer, 
would be to carry out the responsibility with which you were charged 
at the moment when it confronted you ¢ 

Mr. Taytor. Yes, sir. 

Senator Moopy. If you assumed this position under the law, which 
is the position of a champion of small business, to see that small busi- 
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ness gets a break in the mobilization program, would you carry that 
out? 

Mr. Taytor. That goes without saying, Senator. Certainly so. 

Senator Frear. You were never in the service previous to 1942? 

Mr. Taytor. No, I was not. 

The CHamman. Are there any further questions / 

IT had a number of other questions I intended to ask. 

You have been very frank in saying you have had only 2 days to 
look at the situation. but do I understand that you do not it tend to 
duplicate offices over the country, but to coordinate the 
now as best you can to get them all together ¢ 

Mr. Taytor. That is correct. 

The CHarrmMan. If there are no further questions, the committee 
has some other matters to take up in executive session. I will ask 
th: , you be excused, and we thank vou for coming. 


W ill ask that all those not connected with the committee leave the 
room. 


ones dome it 


(Whereu pon, at lla. .. the committee went into executive session. ) 
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